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GISSA reports EBITDA growth of 18% in 2Q17 
 

Saltillo, Mexico, July 20, 2017 -- Grupo Industrial Saltillo, S.A.B. de C.V. (BMV: GISSA), a Global 
manufacturing conglomerate serving the automotive, construction and housewares 
industries, today announced its unaudited results for the second quarter 2017. 
 

Consolidated Financial Highlights 1 
In millions of pesos 
 Second Quarter  Six Months 
 2017 2016 Change  2017 2016 Change 
Revenues 4,229 3,014 40%  8,808 5,940 48% 
EBIT 408 384 6%  1,007 804 25% 
Margin 10% 13%   11% 14%  
EBITDA 630 536 18%  1,457 1,103 32% 
Margin 15% 18%   17% 19%  
Net Income 248 247 0%  1,044 535 95% 
Margin 6% 8%   12% 9%  
EPS 2 (pesos)     4.74 2.39 99% 
AF Investments 178 158 13%  371 306 21% 
Net Debt 3     6,769 (18)  
Net Debt to EBITDA 4     2.48 N/A  
        

1. Excluding the Water Heating Business 
2. Earnings per Share is based on results for the last 12 months (LTM) 
3. Net Debt = Short & Long-term Financial Liabilities – Cash (before deducting capitalized fees and expenses)  
4. This indicator is calculated in dollars under on a pro forma basis: including Calorex and Infun’s EBITDA LTM 

 

Comments from the CEO 
Jose Manuel Arana, Chief Executive Officer of GISSA, stated: “Our globalization strategy 
enabled us to maintain double-digit growth in revenues and EBITDA for the 10th consecutive 
quarter, successfully overcoming higher commodities and energy costs in most of our 
regions.  Considering that we may continue to face a more challenging environment, our 
customer focus, action plans aimed at operational improvement and efficiencies would 
continue to lead a strong performance. Particularly, in Vitromex, our growth strategy 
includes the investment in a new production line for large-format and high value-added 
porcelain tile.  Our growth this quarter, was essentially driven by the integration of Infun into 
our portfolio.  Infun, allowed a significant growth in the Auto Part Segment, confirming our 
strategic initiatives in this segment.  Focusing on execution, delivering with high standards 
and strong emphasis on people development will boot strong results for the rest of 2017” 
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Financial Results 
 
Consolidated revenues, in local currency, grew 40% in 2Q17. All segments showed 
improvements.  In organic terms (Excluding INFUN), GISSA would have posted a 6% increase. 
Auto Parts NAFTA grew 14% driven by both price and product mix, Vitromex rose 3% due to 
growth in the domestic market and Cinsa increased 4% mainly from price increases. 
 
Consolidated EBITDA for 2Q17 increased 18% when compared to 2Q16. This growth reflects 
Infun integration, as well as, increases in energy and material costs experienced during the 
quarter, impacting the Auto Parts Segment. Vitromex and Infun reported a negative impact 
from higher gas, electricity and shipping costs, while greater energy and material costs drove 
a 34% decline in EBITDA for Cinsa. 
 
The divestment process announced on Calorex continues to be reviewed by COFECE, the 
Mexican anti-trust authority.  This business posted a significant increase in EBITDA for 2Q17 
vs. 2Q16.   
 
In terms of CAPEX, the highlights for the 6M17 period include Vitromex’s investments of 
US$15 million allocated towards the new production line for porcelain tiles at the San Luis 
Potosí manufacturing site. This investment included the installation of a 10,000-ton press, 
the largest in the Americas, that will allow us to offer high value-added products. The new 
investment provides flexibility in production with formats of up to 90x180 cm, and introduces 
innovative products and designs to the portfolio with digital printing, cutting and grinding. 
 
 

Relevant Events 
 

 GISSA received the National Quality Award in the category of Organizational 
Innovation. 

 For the 6th consecutive year, GIS, Cifunsa, Cinsa, Calorex and Vitromex received the 
Socially Responsible Company (ESR) award. 

 GISSA paid a dividend of $0.60 pesos per share. 

 GISSA obtained a €45 million loan in Europe to prepay its dollar-denominated debt, 
thereby improving its average cost, maturity profile and aligning the currencies of its 
cash flows. 

 On May 23rd, GISSA reached an agreement with Rheem Manufacturing Co. to sell its 
Water Heateing business, subject to approval by COFECE. 

 In 4Q17, we will begin delivering V8 crankshafts to General Motors for their SUVs and 
pick-up trucks.   

 We launched a new line, Cocinova, at Cinsa Housewares division. 
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Stock Performance 
 

 As of June 30th, the stock reported a 37% annual yield (excluding dividend yield). 

 GISSA rose 8 places in the Trading Index and continues improving its Average Daily 
Trading Volume. 

 During 2017 we have had higher trading volume and number of stock trading 
transactions, this reflects a higher investor participation influenced by our market 
maker, as well as the reactivation of our Share Buyback Program.  

  
Pro Forma Results including JVs 
 
For comparative purposes only, bellow please find table with pro forma results that include 
GISSA and the JVs combined, considering GISSA had full control and could consolidate them.  
 

GISSA including JVs 
In millions of pesos 
 Second Quarter  Six Months 
 2017 2016 Change  2017 2016 Change 
Revenues 4,569 3,243 41%  9,469 6,342 49% 
EBIT 459 402 14%  1,108 854 30% 
Margin 10% 12%   12% 13%  
EBITDA 719 584 23%  1,638 1,210 35% 
Margin 16% 18%   17% 19%  

 
 
Pro forma results (GISSA including JVs) shows a greater increase in EBIT and EBITDA due to 
the contribution of the JVs. The JVs are in different growth stages. 
  
This exercise is particularly relevant considering that the volume smelted and mechanized by 
Evercast were transferred from Cifunsa Irapuato, and cannot be recognized in the accounting 
consolidation process. The effect is reflected by the equity method and it is shown in the 
Subsidiaries Results Share (SRS).  
 
In accordance with accounting standards, GISSA reports under the equity method the 
financial results for the following joint ventures: 
 

 Evercast (JV with ZF-TRW where GISSA has a 70% stake) 

 GisEderlan (JV with Fagor Ederlan where each company has a 50% stake) 

 InfunEderlan (JV with Fagor Ederlan where each company has a 50% stake) 
 
The first two operations are in Mexico, and the third one is in China. 
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Auto Parts Segment 
In millions of pesos 
 
 Second Quarter  Six Months 
 2017 2016 Change  2017 2016 Change 
Revenues * 2,862 1,696 69%  6,006 3,333 80% 
NAFTA 1,182 1,041 14%  2,465 2,073 19% 
Europe / Asia * 1,678 654 156%  3,539 1,260 181% 
        
EBIT * 364 288 26%  882 570 55% 
Margin 13% 17%   15% 17%  
NAFTA 139 207 (33%)  376 424 (11%) 
Margin 12% 20%   15% 20%  
Europe / Asia * 227 84 169%  512 153 235% 
Margin 14% 13%   14% 12%  
        
EBITDA * 528 385 37%  1,219 765 59% 
Margin 18% 23%   20% 23%  
NAFTA 211 276 (23%)  525 562 (7%) 
Margin  18% 26%   21% 27%  
Europe / Asia * 317 109 190%  694 203 242% 
Margin 19% 17%   20% 16%  

 
* 2016 results only reflect ACE figures, while 2017 include ACE and Grupo Infun. 
 
In 2Q17, NAFTA revenues posted a slight increase in volumes versus 2Q16 due to higher sales 
from Fiat Chrysler Automobiles and ZF-TRW including parts for the F Series, Mazda and Jeep 
Compass. In addition, results benefited from a favorable impact in price and product mix. 
Volume in ACE was slightly lower mainly due to the Easter holiday, which took place during 
the second quarter of 2017. All in all, the slight increase in revenues remained, as increases 
in raw materials were passed on in the prices. 
 
NAFTA’s EBITDA declined mainly due to a 40% increase in electricity costs and higher raw 
material prices, as well as higher technical assistance, maintenance and labor expenses. 
Energy prices also had a negative impact on ACE’s costs, causing a price lag that does not 
reflect the mentioned increases. 
 
On the other hand, INFUN reported a slight drop in revenues compared to 2Q16, mainly due 
to the effect of product mix; however, operating efficiencies and savings in fixed costs 
contributed to an increase in operating income in 2Q17.  The integration of Infun continues 
and is going according to plan. 
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Construction Segment 
In millions of pesos 
 
Our Construction Segment is undergoing a transformation process with the recently 
announced agreement to sell the water heating business.  This process represents important 
an opportunity for GIS to focus and simplify its portfolio, financial flexibility and promote 
growth strategy. The financial flexibility may allow deleverage by reducing indebtedness and 
improve the debt maturity profile.  
 
As stated on page 7 in the “Reporting Assumptions” section, in accordance with the signing 
of the water heater business sales agreement, financial information for GIS and the 
Construction Segment excludes this business, as it is considered a Discontinued Operation 
from an accounting standpoint. 
 
 Second Quarter  Six Months 
 2017 2016 Change  2017 2016 Change 
Revenues 973 944 3%  2,005 1,881 7% 
        
EBIT 43 39 9%  87 93 (6%) 
Margin 4% 4%   4% 5%  
        
EBITDA 84 77 9%  167 165 1% 
Margin 9% 8%   8% 9%  

 
In 2Q17, Vitromex’s revenues increased compared to 2Q16 resulting from 5.2% growth in 
the domestic market. EBITDA posted a 9% increase, including a gain on asset sales for $13.8 
million from the divestment of properties that were out of service. Production cost was 
negatively impacted in three main areas, all related to energy costs. The cost of gas rose 35%, 
plus a 5.9% increase caused by FX, totaling $25 million in incremental cost.  The cost of 
electricity per Kw/h increased 48.5% or $20 million, and freight costs was up 9% from energy 
inflation. The business was able to partially offset the higher costs by raising prices. 
 
Vitromex signed an exclusive distribution agreement with the Italian company Grupo Imola 
and a license agreement to use the LaFaenza brand in Mexico, which will allow it to 
strengthen its strategy to increase market share in the luxury and institutional segments. 
 
As part of its growth strategy, Vitromex has investment US$15 million during the year to 
install a new production line for porcelain tiles at its San Luis Potosí facility. The investment 
included the installation of a 10,000-ton press, the largest in the Americas, that will allow us 
to offer high value-added products. The new investment provides flexibility in production 
with formats of up to 90x180 cm, adding innovative products and designs to the portfolio 
with digital printing, cutting and grinding. Vitromex continues fortifying its share in the 
domestic market by a growing distribution network. During the quarter, it opened three 
boutiques under the new Arko concept, aimed at the luxury segment. 
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Houseware Segment 
In millions of pesos 
 
 Second Quarter  Six Months 
 2017 2016 Change  2017 2016 Change 
Revenues 356 342 4%  724 672 8% 
        
EBIT 8 18 (53%)  20 42 (52%) 
Margin 2% 5%   3% 6%  
        
EBITDA 19 29 (34%)  42 63 (34%) 
Margin 5% 8%   6% 9%  

 
 
In 2Q17, revenues grew 4% as a result of two things; an additional $35 million increase in 
sales posted in the Ceramic and Aluminum categories, while the Vitrified Steel and Pressure 
Cooker product lines reported a $21 million decline, when compared to 2Q16. 
 
It is important to highlight that the Vitrified Steel category reported lower volume sold than 
in 2Q16, since that period include a significant sale in the promotional channel and whose 
demand does not have a seasonal effect but rather depends fully on our client’s programs. 
Part of this decrease was offset by improvements in pricing and product mix. 
 
EBITDA contracted by 34% when compared to 2Q16, mainly attributable to lower sales 
volume caused by a slowdown in consumption, higher material costs (mainly due to a price 
increase in sheets), as well as the impact of higher production costs for labor, energy and 
indirect costs, advertising and marketing costs. 
 
In 2Q17, Cinsa implemented a fixed cost control plan as it faced a slowdown in economic 
activity. This plan helped Cinsa save close to $10 million compared to the costs reported in 
2Q16.  Cinsa continues advancing on the automation of process and the consolidation of its 
commercial strategies.   
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Analyst Coverage 

 
Given that GISSA has securities listed under Section I, 4.002.00 of the Mexican Stock 
Exchange Regulations and given the importance of maintaining an active participation in the 
securities market, it reports that in compliance with item 4.033.10 of the aforementioned 
Regulations, the financial institutions that provide Analyst Coverage of GISSA are: 
 

Institution Analyst 
GBM Lilian Ochoa Guerra 

Actinver Pablo Abraham Peregrina 
Signum Research Armelia Reyes Morelos 

Interacciones Montserrat Araujo Nagore 
 

Reporting Assumptions 

 
In accordance with the signing of the water heater business sales agreement, financial 
information for GIS and the Construction Segment excludes this business, as it is considered 
a Discontinued Operation from an accounting standpoint. 
 
In order to better evaluate the results by segment and to avoid distortions in comparability, 
the Company uses a specific methodology based on the services that it actually provides and 
the collection for usage rights of the brand to the business units, to apply a specific 
percentage to the distribution of corporate services to each segment for its standardization. 
 

Notes to the Financial Statements 
 
We recommend reviewing the notes to the financial statements that are part of the quarterly 
report presented to the Mexican Stock Exchange, and which include pro forma figures to 
show Grupo Infun’s results and operations for 2016, for purposes of comparison against the 
results for 2017. The pro forma scenario also shows the impact of the divestment of the 
water heater business. 
 

Disclaimer 
 
This release may contain certain statements and forward looking information about Grupo 
Industrial Saltillo S.A.B. de C.V. and its subsidiaries (collectively, the "Company") which are 
subject to risks and uncertainties that may cause the results of the Company to differ 
materially from the current management´s expectations. These risks and uncertainties 
include, without limitation: the development of new products and their commercialization, 
demand and acceptance of the Company´s products, products and prices of the competitors, 
economic conditions in the markets and geographic regions of the Company´s products, as 
well as foreign currency fluctuations. 
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Statement of Comprehensive Income 
In millions of pesos 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Loss from discontinued operations: Net result of Water heating business unit. 

 
 
 
 
 
 
 
 

2017 2016 % Change 2017 2016 % Change

Revenue 4,229 3,014 40% 8,808 5,940 48%

Auto parts 2,862 1,696 69% 6,006 3,333 80%

Construction 973 944 3% 2,005 1,881 7%

Housewares 356 342 4% 724 672 8%

Cost of Sales 3,146 2,080 51% 6,457 4,101 57%

General Expenses 674 549 23% 1,342 1,032 30%

Other Expenses (Income), Net 0 1  (89%) 2 2  (36%)

EBIT 408 384 6% 1,007 804 25%

Auto parts 364 288 26% 882 570 55%

Construction 43 39 9% 87 93  (6%)

Housewares 8 18  (53%) 20 42  (52%)

EBITDA 630 536 18% 1,457 1,103 32%

Auto parts 528 385 37% 1,219 765 59%

Construction 84 77 9% 167 165 1%

Housewares 19 29  (34%) 42 63  (34%)

CFR  (19)  (7)  (358)  (4)

Income Tax 194 123 58% 400 252 59%

Profit from continuing operations 232 268  (13%) 965 556 73%

Loss from discontinued operations  (18)  (24)  (18)  (39)

Consolidated Profit 215 245  (12%) 946 518 83%

Profit from non-controlling interest 33 2 98 17

Profit from controlling interest 248 247 0% 1,044 535 95%

Grupo Industrial Saltillo, S.A.B. de C.V.

Consolidated Information

SECOND QUARTER SIX MONTHS
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Balance Sheet 
In millions of pesos 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The recorded decrease in Goodwill from foreign subsidiaries is attributed to the revaluation of the Peso against 
the Euro. 
Long-Term Liabilities include a €100 million debit with Grupo Infun’s seller. 

jun-17 dec-16

ASSETS

Current Assets

Cash and cash equivalents 1,684 3,255

Accounts receivable, net 3,727 3,782

Other receivables 320 386

Inventories 1,780 2,000

Assets classified as held for sale 2,172

Property, plant & equipment, net 7,661 8,628

Investments in associates and JVs 947 993

Goodwill 5,907 5,923

Other assets 896 1,559

TOTAL ASSETS 25,094 26,526

LIABILITIES

Current Liabilities

Current liabilities at cost 643 355

Trade payables 2,323 2,918

Other current liabilities 1,192 1,729

Liabilities included in assets classified as held for sale 747

Non-current Liabilities

Non-current liabilities at cost 7,664 9,234

Deferred taxes 743 585

Other non-current liabilities 297 235

TOTAL LIABILITIES 13,609 15,057

TOTAL SHAREHOLDERS EQUITY 11,486 11,469

TOTAL LIABILITIES AND EQUITY 25,094 26,526

Grupo Industrial Saltillo, S.A.B. de C.V.

Consolidated Information


